
VIRGINIA RESOURCES AUTHORITY 

PORTFOLIO RISK MANAGEMENT COMMITTEE 
MINUTES OF THE REGULAR MEETING 

The Portfolio Risk Management Committee met on Tuesday, December 13, 2016, in the Patriot 
Room of the Williamsburg Lodge, 310 S England Street, Williamsburg, Virginia. 

Members Present 
Barbara McCarthy Donnellan, Chair 
David Branscome 
Andrew Hammond, on behalf of Marissa Levine 
C. "Rhu" Harris 
Thomas L. Hasty, III 
Valerie Thomson on behalf of David K. Paylor 
William G. O'Brien, Ex Officio 

Members Absent 
Manju Ganeriwala 

Staff Present 
Stephanie L. Hamlett, Executive Director/Secretary to the Board 
Jean Bass, Deputy Executive Director 
Shawn Crumlish, Director of Financial Services 
Peter D' Alema, Director of Program Management 
Curtis Doughtie, Director of Administration and Finance 
Kimberly S. Adams, Senior Program Manager 
Jonathan Farmer, Senior Program Manager 
Stephanie Jones, Program Manager/Compliance Officer 
Catherine O'Brien, Accounting Manager 
Stephanie O'Neill, Receptionist 

Others Present 
Arthur Anderson, McGuireWoods, LLP 
Ty Wellford, Davenport & Company, LLC 
Leah Schubel, Davenport & Company, LLC 
Reid Schwartz, Davenport & Company, LLC 
Ron Tillett, Raymond James 
Kaleb Harris, Raymond James 
Ted Henifin, General Manager, Hampton Roads Sanitation District 
Jay Bernas, Director of Finance, Hampton Roads Sanitation District 
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Call to Order 

Mr. William G. O'Brien, Chair of the VRA Board of Directors, called the meeting to order at 3:30 
p.m. Mr. O'Brien introduced and welcomed to the Board Mr. C. "Rhu" Harris, County 
Administrator of Hanover County, and Mr. Andrew Hammond, Interim Director of the Office of 
Drinking Water, representing Health Commissioner Marissa Levine. He stated Ms. Mary B. 
Bunting, City Manager of the City of Hampton, and Mr. Reginald Gordon of Richmond are new 
members to the Board, but were unable to attend the meeting. 

Appointment of Portfolio Risk Management Committee Chair 

Mr. William G. O'Brien, Chair ofthe VRA Board of Directors, appointed Mrs. Barbara McCarthy 
Donnel1an to the position of Chair of the Portfolio Risk Management Committee. 

Mrs. Donnel1an accepted her appointment and thanked everyone for attending the meeting. 

Approval of Agenda 

There were no additions or deletions to the agenda. 

Motion by Mr. Branscome, seconded by Mr. Hasty, to approve the agenda as presented. 

Motion carried. 

Portfolio Risk Management Staff 

2016C Virginia Pooled Financing Program (VPFP): Mr. Peter D'Alema, Director of Program 
Management, stated that VRA sold $212,915,000 in VPFP bonds in November 2016. The bonds 
funded 10 loans on behalf of nine local government borrowers, covering six ofVRA's authorized 
project areas. The bonds included tax-exempt Infrastructure Revenue Bonds and State Moral 
Obligation Revenue Bonds. Mr. D' Alema continued that the sale had great results for borrowers 
with a True Interest Cost (TIC) of3.11 % and an All-In TIC of3.28%. The Infrastructure Revenue 
Bonds received a AaalAAA bond rating and the State Moral Obligation Revenue Bonds received 
a Aa2/AA bond rating. 

Mr. D' Alema explained that Infrastructure Revenue Bonds (senior) were sold on a negotiated 
basis. The Underwriters were Senior Manager Raymond James, Co-Senior Manager RBC Capital 
Markets, and Co-Managers Bank of America Merril1 Lynch, Seibert Cisneros Shank & Co. and 
Wells Fargo. The State Moral Obligation Revenue Bonds (subordinate) were offered by 
competitive bid and JP Morgan won the bid. 

Mr. D' Alema continued that there were seven refunding borrowers that refinanced approximately 
$157 million in prior VRA and non-VRA debt for debt service savings. The total net present value 
savings exceeded $7.2 million. He shared a chart showing each VPFP Series 2016C borrower, the 
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final par amount, project area, project description and security. He stated that 77% of the par 
amount was refunding in nature, and there was one new borrower added to the VPFP portfolio 
with the fall 2016 bond sale. Mr. D' Alema highlighted the overall VPFP Portfolio noting that there 
is $2.38 billion in total borrower local loans outstanding; the top 10 borrowers represent 36.5% of 
the pool; and the largest borrower is 7.63% of the pool. 

Mr. Ron Tillett, Managing Director, with Raymond James, stated that VRA's thoroughness in 
credit evaluations makes the pool stronger and has a significant impact when bonds are taken to 
the market. 

Mr. Tillett continued that Raymond James marketed and executed $146.095 million in Tax­
Exempt Infrastructure Revenue Bonds. The underwriting team worked with VRA and its financial 
advisors to develop the most effective marketing plan to achieve the lowest True Interest Cost and 
to maximize savings for the refunding borrowers. Efforts were focused on Tier 2 and Tier 3 
investors to increase competition for the VRA bonds. A coupon structure was developed that 
maximized debt service savings for refunding loans within the pool. The underwriters successfully 
generated nearly $440 million in orders for $146 million of available bonds from over 50 different 
investors. As a result, he said that the True Interest Cost of 3.10% for the Infrastructure Bonds was 
achieved. Mr. Tillett concluded sharing graphs of bond distribution analysis, final bond pricing for 
infrastructure bonds (tax-exempt), and syndicate participation. 

Mr. Ty Wellford, Davenport & Company, LLC, thanked Mr. Ron Tillett and his team. Mr. 
Wellford introduced and thanked Ms. Leah Schubel and Mr. Reid Schwartz, Davenport & 
Company, LLC, who assisted him on the VRA transaction. 

Mr. Wellford provided a review ofVRA's 2016 bond sale results, along with the market conditions 
over the past 12 months for the tax-exempt market. This included the 2016 Spring, Summer and 
Fall pools for Infrastructure Revenue Bonds and Moral Obligation Bonds, as well as the Clean 
Water State Revolving Fund revenue bonds and state match. Mr. Wellford provided a year-end 
review stating that tax-exempt borrowing rates remained at attractive levels throughout the year 
but have recently trended upward; VRA successfully issued $483 million of bonds through five 
separate financings with each having a true interest cost below 3.2%; and there were 14 borrowers 
that financed $168 million of new money projects. Mr. Wellford further stated that VRA 
refinanced existing debt for 23 borrowers, which produced $3 I .2 million of aggregate debt service 
savings including the pool and clean water borrowers. He concluded that VRA maintained its 
existing credit ratings for the Virginia Pooled Financing Program, Clean Water State Revolving 
Fund, and the Airports Revolving Fund programs. 

Bristol Virginia Utility Authoritv (BVUA): Mr. Peter D' Alema, Director of Program 
Management, stated that VRA continues to monitor the BVUA closely. The sale of BVUA's 
Optinet System to Sunset Digital Communications is still pending and negotiations are on-going. 
Mr. D' Alema continued that the sale will allow for the defeasance of the Virginia Pooled Financing 
Program (VPFP) debt related to the Optinet system and allow BVUA to focus on water, sewer, 
and electric service. He stated that VRA strongly supports the sale and is optimistic that the sale 
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will occur in 2017. Mr. D' Alema explained that the BVUA is current on its loan payments and 
staffwill monitor legislation in the General Assembly that may affect BVUA and cable television. 

Ms. Hamlett provided background information relative to the sale of the BVUA Optinet System, 
noting additional parties have become involved in the sale. She said there are state grants involved 
from the Virginia Tobacco Region Revitalization Commission, as well as two federal agencies, all 
of which has slowed the sale. in addition, she explained that the Optinet system cannot be 
subsidized under Virginia law, which was a driving factor in BVUA's interest in selling the Opti­
Net system. 

City of Petersburg: Mr. Peter D' Alema, Director of Program Management, stated that Petersburg 
hired a consultant group, The Robert Bobb Group, to assist with determining ways to address the 
financial situation facing the locality. An acting city manager and finance director have been 
appointed. The immediate focus was to obtain short-term financing for immediate liquidity needs. 
Mr. D' Alema explained that the City has four loans with VRA through the VPFP. There was $1.3 
million in unspent bond proceeds on the three loans that was disbursed to the City in November to 
reimburse interest expense paid under the three loans through October 2016. The reimbursement 
has assisted the City in addressing some of its immediate financial obligations. In the midst of the 
City's financial problems, Mr. D' Alema added, there was litigation between Petersburg and the 
Southwestern Central Waste Water Authority (SCWW A) for unpaid wastewater services. VRA' s 
special counsel intervened to protect VRA's water and sewer system lien related to Petersburg's 
20 ISA loan. In November 20 16, he stated, a settlement agreement was reached between Petersburg 
and SCWWA. Mr. D'Alema concluded that VRA will continue to monitor the situation and 
explore other opportunities to assist Petersburg. 

In response to Mrs. Donnellan, Ms. Hamlett stated that she will contact the Virginia Retirement 
System to determine if Petersburg is on schedule with payments to the retirement system. Ms. 
Hamlett continued that an aggressive proposal is expected from the Petersburg financial advisors 
related to a restructuring of long-term Petersburg debt. She recommended that in lieu of a 
traditional pool financing to assist the city that a separate stand-alone bond sale could be 
considered whereby VRA will act as a conduit for the credit of State Aid . Staff will provide an 
update at the March 2017 meeting. 

There was discussion relative to the rationale for recommending a stand-alone bond sale and the 
effect of State Aid intercept. 

Continuing Disclosure: Mr. Peter D' Alema, Director of Program Management, stated VRA posted 
the necessary continuing disclosure documents for the required programs for Fiscal Year Ending 
2016 well in advance of the required deadlines. He stated that the Virginia Pooled Financing 
Program and the Clean Water State Revolving Fund did not have any material obligors as of June 
3D, 2016. The Pooled Loan Bond Program had 5 material obligors; the Virginia Airports 
Revolving Fund had I material obligor; and Goochland County (Tuckahoe Creek Service District) 
was contacted in July 2016 with a local disclosure reminder. He continued that VRA has not 


